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HIGHLIGHTS , 

• Growth is picking up in Canada,_boosted by dramatic 
• iMprovements in our competitiveness. 

• Low inflation, supported by an ,impressive cost 
performance, is allowing steady declines  in  interest 
rates. 	' 

Major international forecasterS expect Canada to lead 
the Gt-7 • in growth of both output and employment in 
1993 and 1994. 

ECONOMIC SITUATION - 
Real GDP igrowth strengthened to -3.8 1)er cent (at, 

'annual rates) in the first quarter of this year froin 2.6 
per cent groWth in thefourth quarter oflast year. Real 
GDP  in Canada Was only slightly below its pre- , 
recession peak in the first 'quarter and will stirpas§ that 

. peak by Mid-year.' 

• The recovery has been led by external demand-This 
reflects the strengthening U.S. economy and the 
dramatic improvement  in  'Canada's competitiveness 
due to a slowdown in the rate of gro3,Vtli of unitIabour_ 
cdsts and, a depreciation of our dollar. 

• Domestic • demand ' - growth :has been weak. 
Restructuring and downsizing in the private and Public . 
sectors have sloWed employment growth and•
dampened confidence in the shcirt term. however, 
robust gains in productivity_ are providing 'a solid 
foundation - for future' growth  and job creation. 
Productivity groWth averaged 1.6 per cent (at annual 
rates) from the second , qiiarter of 1991 to the first - 

, 

quarter of this year. This is well above the 0.5 pér cent 
„average- annual rate of, productivity growth over  the r 

— Inflation as shown by the consumer price index was - 
1.5 per çent, in 1992, the -loviest in the d-7 
economies. The rate rose only marginally, to 1.8 

s  per cent on a year-over-year basis in May, despite 
a significant decline in the value of the Canadian 
dollar over the past year. 

— Private seCtor wage settlements were 'below 1 per 
- cent on average over the first four months of this 

year. 
- 

• Moderate wage:growth and improveçl prodUctivity 
performance have recliiced  unit labour  cost growth to 
'below '1- per cent in the last Iwo quarters. These 
-doméstic cost improvement§ will provide a lastine 
boost to - the competitiveness  of  our exports. 	, 

• LoW inflation pressures have  allowed interest rates to 
deCline substantially, which should lead to a 
strengthening in doehestic demand grôWth in the near 
tern'. Despite the Volatility in financial markets in late 
1992 ;  short4erm interest  rates have returnedio the 202  

'year lows reached last September, ' 

• Recent data indiCate that Canadais moving in the right 
direction 	healthy growth without inflation: This 
performance should bolster confidence in the Canadian -  
economy among Canadian -and foreign investors. , _ 

CANADA'S ECONOMIe SITUATION AND OUTLOOK 

previous six years: .  previous six years.. 

• Canada's inflation -  and underlying cost performance 
continues to be remarkable. 	. 	, 

. 	' - 


